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LABOR COSTS WILL BE HIGHER AFTER THE WAR 


HE average wage per hour for construction workers increased steadily dur- 
| the First World War period and in the period which followed, rising 

faster after the war was over than before the Armistice. The charts on 
pages 138 and 139 in this report show the increases which occurred in this 
First World War period in the average wage paid per hour in contrast with the 
trend during the period since 1933. 


The first interesting point in these charts is the fact that at the very 
bottom of the depression in 1933 wages in the building trades were 2-3/4 
times as high as they were in 1908. This same relationship existed between 
the period when the First World War started and the Second World War started. 
If the post-war experience on wages is similar to the experience after the 
First World War, wages will rise to levels considerably higher than any ever 
experienced in the past. 


This is probably what will happen. Organized labor is now making a very 
definite effort to have wage rates increased by a sufficient percentage so 
that "take home" wages for the shorter work week which is now developing will 
continue to be as great as the "take home" wages for the week which included 
overtime during the period of intense war production. It will achieve at 
least a part of this objective, and we think that the post-war period will 
not bring a drop in wage and salary payments. Politically, it is far easier 
to maintain wages at their war levels and allow prices to rise than it is to 
force wages back, accompanied by falling prices. Probably the final result 
from the standpoint of the purchasing power of the wages paid is approximate- 
ly the same. 


If this assumption is true, that wages of building trades will continue 
to increase (as will all other wages),it seems reasonable to expect that the 
cost of constructing a building in the post-war period will be higher than it 
has been in the past and even higher than it is today. We have had no faith 
in the feature articles which have pictured the "Home of Tomorrow" as a 
"Miracle House" which could be bought for a song. In September 1939, the 
month the war started in Europe, both in our bulletins and ina booklet we 
published called "Should We Build Our Home Now?" we said that building costs 
would advance rapidly and if building were contemplated, a contract should be 
let as soon as possible. 


The idea that new techniques and new materials might offset these in- 
creased wage rates is often advanced and we think with some justification, 
provided a period of ten or fifteen years is contemplated. These new tech- 
niques and materials will not come into the building picture in sufficient 
quantity soon enough to affect building costs in the early post-war period. 
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WAR BOOM STILL CONTINUING IN MOST CITIES 


short time ago, the war boom is holding up very well for the entire 

country and this is true in most individual cities. The charts on pag- 
es 142-149 in this report show business indexes for all principal cities of 
the United States, month by month, from 1919 through April 1944. These in- 
dexes are based on the volume of check transactions for each city. 


W== general business in the United States may have passed the peak a 


All figures have been adjusted for seasonal fluctuations and are ex- 
pressed as percentages above or below a long-term computed normal. The per- 
centages above normal are shown by the blue areas on the chart; the percen- 
tages below normal by the red areas. 


The large chart in the upper left-hand corner of the spread shows the 
average of all cities charted with the exception of those in which peculiar 


conditions have clearly destroyed the effectiveness of check transactions.as 
an index of business conditions. 


During the thirties the figures for many State capitals were badly in- 
flated by government payments of various types which cleared through the local 
clearing houses. All State capitals on our charts are indicated by a red dot 
following the name of the city. We think that Albany, New York, forms a very 
good example of this type of city. From 1933 on, government payments clearing 


through Albany have distorted the curve to the point where it is of compara- 
tively little value. 


One factor that must be taken into consideration in the use of check 
transaction figures as a business index over a long period is that the dollar 
total of check transactions each month is affected by the changes in general 
prices, necessitating a larger or smaller dollar volume of check transactions 
to do the same volume of business. This will be noticed particularly on some 
of the charts in the years 1919 to 1920 when general prices were rising rap- 
idly. It is also apparent in the price increases since 1940. In order to 
make mental adjustments easier in studying the charts for individual cities we 
have charted in the upper right-hand corner of this spread both wholesale com- 
modity prices and the cost of living since 1919. 


The charts themselves are more or less self-explanatory and should be 
given considerable study. The tremendous war boom in some cities shows up 
quite strongly in contrast with conditions in cities which have secured rela- 
tively little war business. Possibly one of the most interesting comparisons 
would be that of New York City and Oakland, California. In Oakland at the 
present time check transactions in relationship to population are running 365% 
above the computed long-term normal. In New York City, on the other hand, 
check transactions are running approximately 1% below the long-term computed 
normal. It will be noticed that the boom in Oakland started during the last 
half of 1940. Only within the first quarter of 1944, however, did check 
transactions get above normal in New York. 


It is entirely probable that the peak has been passed in almost all cit- 


ies and that by the end of 1944 activity will be further from the peak than it 
is at present. 
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